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Tel. (203) 762-7142
Fax (203) 834-1294

Report of Independent Auditor

The Board of Directors and Shareholders
MS Advisors Incorporated
New Canaan, CT

I have audited the accompanying statements of financial condition of MS Advisors Incorporated
as of December 31, 2003 and 2004, and the related statements of income (loss), changes in
shareholder's equity and cash flows for the years then ended. These financial statements are the

responsibility of the Company's management. My responsibility is to express an opinion on

these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. I believe that my audits provide a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of MS Advisors Incorporated at December 31, 2003 and 2004 and the

results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

My audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules [, II, and III for the year ended
December 31,2004, is presented for purposes of additional analysis and is not a required part of
the basic financial statements, but is supplemental information required by Rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in my audit of the financial statements and, in my opinion is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.




MS ADVISORS INCORPORATED

Statements of Financial Condition
As of December 31, 2003 and 2004

2003 2004
ASSETS
Cash $167,371 $184,936
Fixed Assets (Note 4) 0 0
Investments (Note 5) 54,800 10,200

$222,171  $195,136

LIABILITIES and SHAREHOLDERS' EQUITY

LIABILITIES
Accounts Payable 30 $0

SHAREHOLDERS' EQUITY
Common Stock, par value $.01 per share--authorized
3,000 shares, issued and outstanding 2,000 shares

(less treasury shares - 1,000 shares) 10 10
Additional paid-in capital 29,990 29,990
Retained Earnings (Deficit) 192,171 165,136

Total Shareholders' Equity $222,171 195,136

$222,171  $195,136

See accompanying notes.



MS ADVISORS INCORPORATED
Notes to Financial Statements

December 31, 2003 and 2004

1. Organization and Significant Accounting Policies

Organization and Operation

MS Advisors Incorporated (the Company) was incorporated on October 18, 1993 in the state of
Delaware. The Company is a Broker - Dealer and is a member of the National Association of

Securities Dealers (NASD). Income, at this time, is primarily from advisory fees.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Concentrations of Credit Risk

The Company minimizes its credit risk associated with cash by utilizing high credit quality
financial institutions. All cash is held at Chase Morgan Bank in checking and saving accounts.

Fixed assets

Fixed assets are recorded at cost less accumulated depreciation. Depreciation is calculated over
normal useful life.

Organization Costs and Exchange Memberships

Organization costs and Exchange Memberships have been fully amortized or written off as of
December 31, 1995.

Income Taxes

The Company has elected to be treated as an S corporation pursuant to applicable provisions of
the Internal Revenue Code. Under this election, the Company's taxable income or loss is included
in the individual income tax returns of its shareholders. Accordingly, no federal income taxes
have been provided in the accompanying financial statements.




2. Net Capital Requirements

Pursuant to the Uniform Net Capital requirements of the Securities and Exchange Commission
under Rule 15¢3-1, the Company, as a registered broker/dealer, is required to maintain minimum
net capital as defined under such rule. At December 31, 2004, the Company had net capital of
$184,936 or an excess of $179,936 over required net capital of $5,000. In addition, aggregate
indebtedness defined cannot exceed 1,500% of net capital. At December 31, 2004, the
Company's percentage of aggregate indebtedness to net capital was 0%. The shareholder is the
major source of funding to the company.

3. Related Party Transactions

A shareholder of the Company provides office space. The Company is not charged for this
expense at present. In addition, during 2003 and 2004 the Company absorbed administrative
expenses of two affiliates owned by the same shareholder. These expenses on a net basis are not

material.

4. Fixed Assets include:

Office Equipment $3,498
Less accumulated depreciation (3,498
5

5.Investments:

The Company invested in Nasdaq stock and warrants in January, 2001 at a cost of $29,800. The
Company invested $25,000. in Segway in July, 2003, as a loan, which was paid back in 2004.
The fair market value of the Nasdaq investment at December 31,2004 is approximately $10,200.
The unrealized loss of $19,600. has been reflected in the Statement of Income (Loss).

6.Income Taxes:

As an S corporation, the Company has no federal income tax provision. The company pays a
“Business entity tax” to Connecticut of $300 which is included in general and administrative
expense.



